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will involve only selected, established electronic return filers who
are members of the National Association of Enrolled Agents. IR-
1999-95.
The IRS has issued proposed regulations defining “last known
address” in relation to the mailing of notices of deficiency and
other notices, statements, and documents sent to a taxpayer's last
known address. The proposed regulations affect taxpayers who
receive notices of deficiency and other notices, statements, and
documents sent to taxpayers' last known addresses. 64 Fed. Reg.
63768 (Nov. 22, 1999).
SAFE HARBOR INTEREST RATES
December 1999
AnnualSemi-annual Quarterly   Monthly
Short-term
AFR 5.74 5.66 5.62 5.59
110 percent AFR 6.33 6.23 6.18 6.15
120 percent AFR 6.91 6.79 6.73 6.70
Mid-term
AFR 6.20 6.11 6.06 6.03
110 percent AFR 6.83 6.72 6.66 6.63
120 percent AFR 7.46 7.33 7.26 7.22
Long-term
AFR 6.47 6.37 6.32 6.29
110 percent AFR 7.13 7.01 6.95 6.91
120 percent AFR 7.79 7.64 7.57 7.52
Rev. Rul. 99-48, I.R.B. 1999-__.
S CORPORATIONS-ALM § 7.02[3][c].*
ELECTION. The IRS has adopted as final regulations
describing how elective changes in an entity's classification will
be treated for federal tax purposes. Under the regulations, there
are four possible changes in classification by election: (i) a
partnership elects to be an association; (ii) an association elects to
be a partnership; (iii) an association elects to be a disregarded
entity; and (iv) a disregarded entity elects to be an association.
The regulations provide a specific characterization for each of
the four possible elective changes. In each case, the
characterization provided in the regulations attempts to minimize
the tax consequences of the change in classification and achieve
administrative simplicity. The regulations provide that if an
association elects to be classified as a partnership, the association
is deemed to liquidate by distributing its assets and liabilities to
its shareholders. Then, the shareholders are deemed to contribute
all of the distributed assets and liabilities to the partnership. See
also Rev. Rul. 63-107, 1963-1 C.B. 71.
    If a partnership elects to be classified as an association, the
partnership is deemed to contribute all of its assets and liabilities
to the association in exchange for stock in the association. Then,
the partnership is deemed to liquidate by distributing stock in the
association to its partners. The regulations do not affect the
holdings in Rev. Rul. 84-111, 1984-2 C.B. 88, in which the IRS
ruled that it would respect the particular form undertaken by the
taxpayers when a partnership converts to a corporation.
    If an association elects to be disregarded as an entity separate
from its wner, the association is deemed to liquidate by
distributing its assets and liabilities to its sole owner. Conversely,
if an eligible entity that is disregarded as an entity separate from
its owner elects to be classified as an association, the owner of the
eligible entity is deemed to contribute all of the assets and
liabilities of that entity to the association in exchange for stock of
the association.
The regulations also provide that the tax treatment of an elective
change in classification is determined under all relevant
provisions of the I.R.C. and general principles of tax law,
including the step transaction doctrine. This provision is intended
to ensure that the tax consequences of an elective change will be
identical to the consequences that would have occurred if the
taxpayer had actually taken the steps described in the regulations.
64 Fed. Reg. 66580 (Nov. 29, 1999).
TRUSTS. The taxpayer was a medical doctor and formed a
trust with the taxpayer as beneficiary. The taxpayer transferred
the taxpayer’s residence and assigned income to the trust which
allowed the taxpayer to reside in the residence and paid the
taxpayer for the taxpayer’s services. The court held that the trust
was a sham because it lacked any economic substance in that the
taxpayer performed all the services that produced trust income
and treat d the trust property as the taxpayer’s own. G orge v.
Comm’r, T.C. Memo. 1999-381.
 The taxpayers had owned and operated a family farm for more
than 46 years when they transferred business and personal assets
to  trust. The trustees were corporations formed by promoters of
the trust scheme as a method of reducing the taxpayers’ taxes.
Th  court held that the trusts were sham entities created solely for
ax evasion because the control over the farm and personal assets
income remained with the taxpayers. Zachman v. Comm’r,
T.C. Memo. 1999-391; Zachman v. Comm’r, T.C. Memo.
1999-392.
CITATION UPDATES
In re Orr, 239 B.R. 130 (S.D. Tex. 1998), aff’d 180 F.3d 656
(5th Cir. 1999) (tax liens) see p. 168 supra.
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There is still space available at the 4th Annual
SEMINAR IN PARADISE
FARM ESTATE AND BUSINESS PLANNING
by Neil E. Harl and Roger A. McEowen
January 24-28, 2000   Royal Lahaina Resort, Kaanapali Beach, Island of Maui, Hawai’i
Celebrate the Millenium by leaving winter behind and spending a week in Hawai'i in January 2000! Balmy trade winds, 70-80
degrees, palm trees, white sand Kaanapali beach and the rest of paradise can be yours; plus a world-class seminar on Farm Estate and
Business Planning by Dr. Neil E. Harl and Prof. Roger A. McEowen.  The seminar is scheduled for January 24-28, 2000 at the
spectacular ocean-front Royal Lahaina Resort on the island of Maui, Hawai'i.
Attendees are eligible for substantial discounts on hotel rooms at the Royal Lahaina Resort, the site of the seminar. The seminar
registration fee is $645 for current subscribers to the Agricul ural Law Digest, the Agricultural Law Manual, or Principles of
Agricultural Law. The registration fee for nonsubscribers is $695.
Call/fax Robert Achenbach at 1-541-302-1958 or e-mail: aglaw@aol.com, if you need a brochure for this seminar or want to register.
